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XTO  REV  PROD  88  (7-69)  PAID  UP  (04/17/07)8 

OIL,  GAS  AND  MINERAL  LEASE 

76102,  Lessee,  WITNESSETH:        yfarer'  TX* 76021  and  XT0  EnaW  address  is:  810  Houston  St.,  Fort  Worth,  Texas 

agreeUnfs5^  SS^SS^S^  SP*^  °'the  and 

f«o°»^ 


herein 


abovPdUS^  t0  If"  ab£!  described»  a"  ,and-  tf  a^.  contiguous  or  adjacent  to  or  adjoining  the  land 

fmm^hi1 r$2S&Zl  or.l2H^errfkept force  under  ^  Provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of  3  years 
£?£  SfceSW  ^reafter  as  °^ions'  as  herefnaft*r  «  conducted-feX  said 


ES^Sl^JSSS^^  by  L^seeJs^  of  the  amount  i£^i?£££  ^puBTaM nSMTof  ^weTor  TO 
used  by  Lessee  off  sa  d  land  or  in  the  manufacture  oTgasoTfne  or  other  products,  the  market  value,  at^he  mouth  of  the  well,  of  25%  of  such  ga5 
and  casinghead  gas;  (c)  To  pay  Lessor  on  all  other  minerals  mined  and  marketed  or  utilized  by  Lessee  from  said  land,  one-tenth  either  in  kind  or 
value  at  the  well  or  mine  at  Lessee's  election,  except  that  on  sulphur  mined  and  marketed  the  royalty  shall  be  one $S\  br  SlKK  Song  ton 
at  the  expiration  of  the  pnmary  term  or  at  any  time  or  times  thereafter,  there  is  any  well  on  said  land  or  on  lands  with  which  said  Ian?  or  any 
portion  thereof  has  been  pooled,  capable  of  producing  oil  or  gas,  and  all  such  wells  are  shut-in,  this  lease  shall,  nevertheless  continue  in 
force  as  though  operations  were  being  conducted  on  said  land  for  so  long  as  said  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued 
m  force  as  if  no  shut-in  had  occurred.  Lessee  covenants  and  agrees  to  use  reasonable  diligence  to  produce,  utilize,  or  market  the  minerals 
t^fn^ifaJS  ffl1?  ^T1  "HlSSS?-  buJ  SL^f  ofsuch  diligence,  Lessee  shall  not  be  obigated  to  install  or  furnish  facilities  other 

than  well  facilities  and  ordinary  lease  faalites  of  ftow  lines,  separator,  and  tease  tank,  and  shall  not  be  required  to  settle  labor  trouble  or  to  market 
gas  upon  terms  unacceptable  to  Lessee.  If,  at  any  time  or  times  after  the  expiration  of  the  primary  term,  all  such  wells  are  shut-in  for  a  period  of 
ninety  consecutive  days,  and  during  such  time  there  are  no  operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  period 
Lessee  sha  pay  or  tender,  by  check  pr  draft  of  Lessee,  as  royalty,  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby. 
Lessee  shall  make  like  payments  or  tenders  at  or  before  the  end  of  each  anniversary  of  the  expiration  of  said  ninety  day  period  if  upon  such 
anniversary  this  lease  is  being  continued  in  force  solely  by  reason  of  the  provisions  of  this  paragraph.  Each  such  payment  or  tender  shall  be 
made  to  the  parties  who  at  the  time  of  payment  would  be  entitled  to  receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were 
producing,  and  may  be  deposited  in  such  bank  as  directed  by  Lessor,  or  its  successors,  which  shall  continue  as  the  depositories,  regardless 
of  changes  in  the  ownership  of  shut-in  royalty.  If  at  any  time  that  Lessee  pays  or  tenders  shut-in  royalty,  two  or  more  parties  are  or  daim  to 
be,  entitled  to  receive  same.  Lessee  may,  in  Reu  of  any  other  method  of  payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the 
manner  above  specified,  either  jointly  to  such  parties  or  separately  to  each  in  accordance  with  their  respective  ownerships  thereof,  as  Lessee 
may  elect.  Any  payment  hereunder  may  be  made  by  check  or  draft  of  Lessee  deposited  in  the  mai  or  delivered  to  the  party  entitled  to  receive 
payment  or  to  a  depository  bank  provided  for  above  on  or  before  the  last  date  for  payment  Nothing  herein  shall  impair  Lessee's  right  to  release 
as  provided  in  paragraph  5  hereof.  In  the  event  of  assignment  of  this  lease  in  whole  or  in  part,  liability  for  payment  hereuider  shal  rest  exclusively 
on  the  then  owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4.  Lessee  is  hereby  granted  the  right  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this 
lease,  and/or  with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons,  so  as  to  establish  units  containing  not  more  than  80 
surface  acres,  plus  10%  acreage  tolerance;  provided,  however,  units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be 
enlarged  as  to  any  one  or  more  horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more 
of  the  following:  (1 )  gas,  other  than  casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the  subsurface  reserve*,  (3) 
minerals  produced  from  wells  classified  as  gas  wells  by  the  conservation  agency  having  jurisdiction.  If  larger  units  than  any  of  those  herein 
permitted,  either  at  the  time  established,  or  after  enlargement,  are  permitted  or  required  under  any  governmental  rule  or  order,  for  the  driing  or 
operation  of  a  well  at  a  regular  location,  or  for  obtaining  maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled,  any  such  unit 
may  be  established  or  enlarged  to  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said 
option  as  to  each  desired  unit  by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office  In  which  this  lease  is 
recorded,  Such  unit  shall  become  effective  as  of  the  date  provided  for  in  said  instrument  or  instruments  but  if  said  instrument  or  instruments 
make  no  such  provision,  then  such  unit  shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  said 
options  may  be  exercised  by  Lessee  at  any  time  and  from  time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or 
production  has  been  established  either  on  said  land,  or  on  the  portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit 
established  hereunder  shall  be  valid  and  effective  for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold 
interests  in  lands  within  the  unit  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land  shall 
be  considered,  for  all  purposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this  lease.  There  shall  be  allocated 
to  the  land  covered  by  this  lease  within  each  such  unit  (or  to  each  separate  tract  within  the  unit  if  this  lease  covers  separate  tracts  within  the 
unit)  that  proportion  of  the  total  production  of  unitized  minerals  from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the 
number  of  surface  acres  in  such  land  (or  in  each  such  separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface 
acres  in  the  unit,  and  the  production  so  allocated  shal  be  considered  for  all  purposes,  including  payment  or  delivery  of  royalty,  overriding  royalty 
and  any  other  payments  out  of  production,  to  be  the  entire  production  of  unitized  minerals  from  the  land  to  which  allocated  in  the  same  manner 
as  though  produced  therefrom  under  the  terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees 
that  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of  shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring 
production  of  oil  or  gas.  The  formation  of  any  unit  hereunder  which  includes  land  not  covered  by  this  tease  shall  not  have  the  effect  of  exchanging 
or  transferring  any  interest  under  this  lease  (including,  without  limitation,  any  shuWn  royalty  which  may  become  payable  under  this  lease)  between 
parties  owning  interests  in  land  covered  by  mis  lease  and  parties  owning  interests  in  land  not  covered  by  this  lease.  NeKhershal  it  impair  the  right 
of  Lessee  to  release  as  provided  in  paragraph  5  hereof,  except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are 
operations  thereon  for  unitized  minerals  unless  all  pooled  leases  are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  Is  in  force 
Lessee  may  dissolve  any  unit  established  hereunder  by  filing  for  record  In  the  public  office  where  this  lease  is  recorded  a  declaration  to  that 
effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from  such  unit  Any  unit  formed  may  be  amended,  re-formed,  reduced  or 
enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the  original  forming  thereof  by  filing  an  appropriate  instrument  of 
record  in  the  public  office  in  which  the  pooled  acreage  is  located.  Subject  to  the  provisions  of  this  paragraph  4,  a  unit  once  established 
hereunder  shall  remain  in  force  so  long  as  any  lease  subject  thereto  shall  remain  In  force.  If  this  lease  nowor  nereafter  covers  separate  tracts, 
no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended  or  shall  be  implied  or  result  merely  from  the 


Kfc«?™ci  Wrate.  facte  within  this  lease  but  Lessee  shall  nevertheless  have  the  right  to  pool  or  unitize  as  provided  in  this  Daraaraoh 
i^^SS^SL0^*10"  of  P^uction  as  herein  provided.  As  used  in  this  paragraph*,  the  words  "separate  K  mean  aw  Swffi 
royalty  ownersrop  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  as  to  any  other  part^ffirieasedi pSses 

M.  5-  J-.fsseemay  at  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  this  lease  as  to  anv 
part  or  all  of  said  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligation?  afto  S^SSSraSlffSr9£S 

anH/£  ™nJ;vlr  UJ®?  5  m.  Ie?se  me  word  "operations"  shall  mean  operations  for  and/or  any  of  the  following  preparinq  the  drillsite  location 
SSSh^^^i^ffl  ^^iP11^!^'  ^*in>  recompleting,  deepening,  sidetracking,  plugging  l^tfreKSawShSh 
£ine« 

«n  ^iif888!  ^  hJave,the  use'  ^  fr°m  royalty,  of  water,  other  than  from  Lessor's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in 
nttSS  HP "VS" '.to  W9*  31  ai*  tinie  to  remove  all  machinery  and  fixtures  placed  on  said  WTtaftSng fcc rigM  to 
fSJ^SKS^fc8?19-  No  ^  shall  be  drilled  nearer  than  200 feet  to  the  house  or  bam  now  on  said  land  without  the  consent  ofthe  Lesror 
Lessee  shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

th«  ^ItlLrj?hS,?j£SSftt«I.a"y  pSftt!£reto  IfJ  a8^Bi  fr001  «me  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of 
ESiSZ^'SS8,  batons,  and  considerations  of  this  lease  shall  extend  to  and  be  binding  uponlhe  parties  hereto,  their  heirs,  successors 
^^ffrnf«fM^fSSKWVass,9ns  "J?0  cuhan3e  or  d^si?n  jn  the  ownership  of  said  land,  royalties,  or  other  moneys,  or  any  firttKS 
^^m^^^l^^  ffHS?  0^.diminish  the  rights  of  Lessee,  including,  but  not  limited  to,  the  location  art  cMtaS  3  weSs 
!m™«  measurement  of  production.  Notwithstanding  any  other  actual  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee  its 
SE^^JISSE^S  ^TPk  °r.d!y.ls,on  in  the  ownership  of  said  land  or  of  the  royalties,  or  other  moneys,  or  the  right  to  receive  the 
!a,Se^iSW5<Sver  effe^ed-  sriairbe  Ending  upon  the  then  record  owner  of  this  lease  until  sixty  (60)  days  after  there  has  Been  furnished  to 
$$*£G2£JSSS*A  h«h  or  rts  .Pnnapaj"  P?ace  j£  business  tar  Lessor  or  Lessor's  heirs,  successors,  or  assigns,  notice  of  such  change  or 
division  supported  by  either  onginals  or  duly  certified  copies  of  the  instruments  which  have  been  properly  filed  for  record  and  which  evidence 
2SS?«0r«dlv!Fron,*ai!d  £fiuch  S2!irt  I?001?  ind  Proceedings,  transcripts,  or  other  documents  as  shall  be  necessary  in  the  opinion  of 
such  record  owner  to  establish  the  validity  of  such  change  or  division.  If  any  such  change  in  ownership  occurs  by  reason  of  the  death  of  the 
owner,  Lessee  may  nevertheless  pay  or  tender  such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository 
DanK  provided  tor  above.  r  ' 

9.  In  the  event  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied,  Lessor  shall 
n<^HyJref  seeJn  wptng  sethng  out  specrfically  in  what  respects  Lessee  has  breached  this  contrast.  Lessee  shallthen  have  sixty  (60)  days  after 
rt^  PJ  of  said  notice  within  which  to  meet  or  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  notice 
!"1  /^PJ]eced€ilt  to  bnn9in9  of  »V  action  by  Lessor  on  said  lease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of 
sixty  (60)  days  after  service  of  such  notice  on  Lessee.  Neither  the  service  of  said  notice  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or 
any  of  the  alleged  breaches  shall  be  deemed  an  admission  or  presumption  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder  If  this 
L^^^Sd^any  SPXse' rt  s"3"  .nevertheless  remain  in  force  and  effect  as  to  (1)  sufficient  acreage  around  each  well  as  to  which  tiere  are 
operations  to  constitute  a  drilling i  or  maximum  allowable  unit  under  applicable  governmental  regulations,  (but  in  no  event  less  that  forty  acres) 
such  acreage  to  be  designated  by  Lessee  as  nearly  as  practicable  in  the  form  of  a  square  centered  at  the  well,  or  in  such  shape  as  then 
existing  spacing  rules  require;  and  (2)  any  part  of  said  land  included  in  a  pooled  unit  on  which  there  are  operations.  Lessee  shall  also  have  such 
easements  m  said  land  as  are  necessary  to  operations  on  the  acreage  so  retained  and  shall  not  be  required  to  move  or  remove  anv  existing 
surface  facilities  necessary  or  convenient  for  current  operations. 

10.  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rahts  and 
interests  hereunder  sha  I  be  charged  pnmarily  with  any  mortgages,  taxes  or  other  liens,  or  interest  and  other  charges  on  said  land,  but  Lessor 
^S? s  tLes,?ee  ?nal1  n^e  *»  nflht  at  any  time  to  pay  or  reduce  same  for  Lessor,  either  before  or  after  maturity,  and  be  subrogated  to  the 
nghts  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  may  become  payable  to  Lessor 
and/or  assigns  under  this  lease.  If  this  tease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  an  or  any  part  of  said  land  than  the 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein,  then  the  royalties  and  other 
moneys  accruing  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest,  shall  be  paid  only  in  the  proportion  which  the  interest 
flierein,  if  any  covered  by  this  lease,  bears  to  the  whole  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  this  lease 
(whether  or  npt  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  This  tease  shall  be  binding  upon  each  party  who  executes  it 
without  regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

11.  If,  while  mis  lease  is  in  force,  at,  or  after  the  expiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shutin 
well  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said  land  by  reason  of  (1 )  any  law,  order,  rule  or  regulation 
(whether  or  not  subsequently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar,  (except  financial)  beyond  the 
reasonable  control  of  Lessee,  the  primary  term  hereof  shall  be  extended  until  the  first  anniversary  date  hereof  occurring  ninety  (90)  or  more 
days  folowing  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not 
occurred. 

1 2.  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  well(s)  and/or  wellbore(s)  on  said 
land,  other  than  existing  water  wells,  and  for  all  purposes  of  this  tease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wellbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  well. 

13.  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  dnlled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

14.  As  a  result  of  land  development  in  the  vicinity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or 
surface  restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may 
be  limited  and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations.  Therefore,  since 
drilling,  reworking  or  other  operations  are  either  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any 
such  operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  this 
lease,  provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  producing  or  other 
operations  under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  said  land. 
Nothing  contained  in  this  paragraph  is  intended  to  modify  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this 
lease,  except  as  expressly  stated. 

15.  The  consideration  paid  for  this  lease  shall  also  constitute  consideration  for  an  option  to  the  Lessee,  its  successors  and 
assigns,  to  extend  the  initial  three  (3)  year  primary  term  for  a  second  two  (2)  year  term.  This  option  may  be  exercised  anytime  during 
the  initial  primary  term  by  delivery  of  payment  of  an  additional  bonus  of  $18.500.00  per  net  mineral  acre.  The  bonus  payment  shall 
constitute  notice  to  Lessor  of  exercise  of  the  option.  In  the  event  Lessee  elects  to  exercise  this  option  and  makes  the  bonus  payment 
provided  for  above,  then  all  terms  of  this  lease  shall  remain  in  full  force  and  effect  as  if  the  original  primary  term  was  five  (5)  years. 

this  instrument  is  executed  on  the  date  first  above  written. 


LESSOR:  MANUEL  SANTOS,  fcO  TRUSTEE  TQH,  LAND  TRUST  31 13  WAYFARER  LESSOR: 

STATE  OF  "T?YAS  } 

}  ss.  (ACKNOWLEDGMENT  FOR  Trustee) 

COUNTY  OF    UP-^^T  } 


This  instrument  was  acknowledged  before  me  on  the    1—  day  of      A  O  Ul  ,  20fcjjby 


Seal: 


THOMAS  LIE  GARVIE 

F&A$\  Notary  Public,  State  of  Texas 
i^-./^.-ipl     My  Commission  Expires 
April  18,  2012 


Signature  

S  Notary  Public 

Printed  Horn  (~iAGjJif 


